
546 

26 CFR Ch. I (4–1–13 Edition) § 1.263(a)–0T 

§ 1.263(a)–0T Table of contents (tem-
porary). 
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tents for §§ 1.263(a)–1T, 1.263(a)–2T, and 
1.263(a)–3T. 
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(ii) Change in subsequent taxable year. 
(6) Examples. 
(f) Special rules for determining improve-

ment costs. 
(1) Improvements to leased property. 
(i) In general. 
(ii) Lessee improvements. 
(A) Requirement to capitalize. 
(B) Unit of property for lessee improve-

ments. 
(iii) Lessor improvements. 
(A) Requirement to capitalize. 
(B) Unit of property for lessor improve-

ments. 
(iv) Examples. 
(2) Compliance with regulatory require-

ments. 
(3) Certain costs incurred during an im-

provement. 
(i) In general. 
(ii) Exception for individuals’ residences. 
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(1) In general. 
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(3) Exceptions. 
(4) Class life. 
(5) Examples. 
(h) Capitalization of betterments. 
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(3) Application of general rule. 
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(ii) Unavailability of replacement parts. 
(iii) Appropriate comparison. 
(A) In general. 
(B) Normal wear and tear. 
(C) Particular event. 
(4) Examples. 
(i) Capitalization of restorations. 
(1) In general. 
(2) Restorations of buildings. 
(3) Rebuild to like-new condition. 
(4) Replacement of a major component or 

substantial structural part. 
(5) Examples. 
(j) Capitalization of amounts to adapt 

property to a new or different use. 
(1) In general. 
(2) Adapting buildings to new or different 

use. 
(3) Examples. 
(k) Optional regulatory accounting meth-

od. 
(1) In general. 
(2) Eligibility for regulatory accounting 

method. 
(3) Description of regulatory accounting 

method. 
(4) Examples. 
(l) Methods of accounting authorized in 

published guidance. 
(m) Treatment of capital expenditures. 
(n) Recovery of capitalized amounts. 
(o) Accounting method changes. 
(p) Effective/applicability date. 

(1) In general. 
(2) Optional early application. 
(q) Expiration date. 

[T.D. 9564, 76 FR 81100, Dec. 27, 2011, as 
amended by 77 FR 74585, Dec. 17, 2012] 

§ 1.263(a)–1 Capital expenditures; in 
general. 

(a) through (c) [Reserved] For further 
guidance, see § 1.263(a)&1T(a) through 
(c). 

(d) through (h) [Reserved] For further 
guidance, see § 1.263(a)–1T(d) through 
(h). 

[T.D. 9564, 76 FR 81101, Dec. 27, 2011] 

§ 1.263(a)–1T Capital expenditures; in 
general (temporary)— 

(a) General rule for capital expendi-
tures. Except as provided in chapter 1 of 
the Internal Revenue Code, no deduc-
tion is allowed for— 

(1) Any amount paid for new build-
ings or for permanent improvements or 
betterments made to increase the value 
of any property or estate; or 

(2) Any amount paid in restoring 
property or in making good the exhaus-
tion thereof for which an allowance is 
or has been made. 

(b) Coordination with section 263A. 
Section 263(a) generally requires tax-
payers to capitalize an amount paid to 
acquire, produce, or improve real or 
personal tangible property. Section 
263A generally prescribes the direct 
and indirect costs that must be capital-
ized to property produced by the tax-
payer and property acquired for resale. 

(c) Examples of capital expenditures. 
The following amounts paid are exam-
ples of capital expenditures: 

(1) An amount paid to acquire or 
produce a unit of real or personal tan-
gible property. See § 1.263(a)–2T. 

(2) An amount paid to improve a unit 
of real or personal tangible property. 
See § 1.263(a)–3T. 

(3) An amount paid to acquire or cre-
ate intangibles. See § 1.263(a)–4. 

(4) An amount paid or incurred to fa-
cilitate an acquisition of a trade or 
business, a change in capital structure 
of a business entity, and certain other 
transactions. See § 1.263(a)–5. 

(5) An amount paid to acquire or cre-
ate interests in land, such as ease-
ments, life estates, mineral interests, 
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